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KEY ECONOMIC INDICATORS: BURMA 


All values in million U.S.$ Exchange rate as of 12/25/71 
unless otherwise stated* U.S. $1.00 = K 4.76 
subsequently U.S. $1 = K.5.35 
D 
% Change 
A B C 69-70, to 
ITEM 1968-694* 1969-70 1970-71 _70-71 _ 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 2,047 2,137 2,201 +3.0 
GDP at Constant (1970) Prices 2,004 2,087 2,217 +6 .2 
Per Capita GDP, Current Prices 
(U.S.$) 75.81 77.49 78.12 +0.8 
Per Capita GDP, Constant Prices 
(U.S.$) 74.13 75.60 78.54 +3.8 
Investment, Current Prices 226 241 275 +6 .9 
MONEY AND PRICES 
Money Supply, year end (3/71) 541 514 527 -9 3 eK 
Public Debt Outstanding, year 
end (6/71) 649 664 782 n/a 
External Debt (6/71) 145 142 172 n/a 
Price index, based on GDP data 
(1964-65) 115 116 115(E) -1(E) 
BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exch. Reserves, year 
end 138.4 100.9 73.5 -27.0 
Balance of Payments (6/71) -38 “54 -30 n/a 
Balance of Trade 
Exports, FOB 115.7 323.55 118.0 +5.8 
U.S. Share 0.6 0.8 0.6 -0.2 
Rice Exports (‘000 tons) 440 728 847 +16.3 
Imports, CIF 90.1 172.0 97.9(P) n/a 
U.S. Share 8.1 6.7 12(E) +5(E) 


Main Imports from U.S. (1970): construction and mining equipment 
($1,375,000), non-electric machinery and parts ($2,066,000), vehicle 
and tractor parts ($737,000), milk and dry cream ($602,000), office 
and stationery supplies ($503,000), and medicinal and pharmaceutical 
products ($339,000). 


Converted at K 4.76 = U.S. $1. 

Burmese fiscal year ending Sept. 30. 

Provisional data; final total will be significantly higher. 
Estimated. 

Percent of change March 1970-March 1971. 
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tears # * 


Summary 


Under its rigidly socialist economic policy, the 
"Burmese Way to Socialism, Burma has seen the systematic 
growth of state control over all foreign trade and much of 
the domestic economy. Thus, foreign trade, banking, insur- 
ance, utilities, almost all large industry, many small enter- 
prises, and much of transportation are government monopolies. 
No foreign private investment exists any longer in Burma, 
and remaining domestic entrepreneurs are tied closely to the 
government through controls over raw materials and monopoly 
purchasing rights. Further inroads upon the private sector 
are planned by the state-supervised cooperative movement 
which is gradually to take over most retailing and wholesal- 
ing. 


This controlled economy shows little change from year 
to year, though some improvement in growth rate was recorded 
in 1970-71. Rationing, shortages, and distribution problems 
leave the black market, in spite of occasional government 
efforts to control it, the most vigorous sector of trade. In 
1971, imports probably declined because of a serious short- 
age of foreign exchange arising out of balance of payments 
deficits in the preceding two years; exports rose in volume 
but declining world rice prices kept export earnings at a 
low level. Investment in the small modern industrial sector 


is continuing, largely with the help of Japanese and West 
German aid and export credits. 


An exception to the generally bleak economic picture is 
the petroleum sector, on which Burmese officials are count- 
ing heavily as a source of future export earnings. Explora- 
tion onshore was stepped up during 1971, and exploratory 
drilling offshore began early in 1972. Continued development 
of this sector offers a promising market for U.S. exports. 

In other areas, the lack of foreign exchange holds down de- 
mand for U.S. products. 








Current Economic Situation and Trends 


Gross domestic product rose in the fiscal year ending 
September 30, 1971, for the fourth consecutive year, by 
6.2 percent. Sectoral breakdowns are not yet available, 
but gross output rose in all sectors except mining, con- 
struction and banking. With the rate of population growth 
officially estimated at 2.3 percent, per capita GDP in- 
creased by 3.8 percent. Investment, led by the manufactur- 
ing sector, rose by 14.4 percent in constant prices. 


During 1970-71, sown acreage rose to 22.34 million, 
chiefly as the result of continuing expansion in double- 
cropped area. Some further increase is likely in the 
1971-72 agricultural year, but the acreage under paddy-- 
still overwhelmingly the most important crop--in 1971-72 
is virtually the same as the 12.94 million acres sown in 
1970-71. Paddy production in 1971-72 will be around 8 
million long tons, about the same level as the previous 
two years. Production of cotton and wheat improved some- 
what in 1970-71, and output of oilseeds and jute rose 
substantially. In 1971-/2, an even larger expansion in 
jute production--to some 60,000 tons--is expected, and 
Burma should for the first time be a significant exporter, 
with an exportable surplus estimated at 40,000 tons (but 
baling facilities available for only 20,000). 


Rice exports rose in volume during 1971, leaving 
virtually no carryover stocks by the end of the year. 
However, declining world rice prices left Burmese export 
earnings much the same as in the previous year. By May 
1971, the government rice trading monopoly was exporting 
at a loss, though the devaluation of the kyat in December 
should again allow it to show a profit in local currency. 
Rice export sales for 1972 are progressing well, and ex- 
ports may reach a level of around #00, 000 tons. 


Burma's forest products, principally teak, are its 
second most important source of export earnings. The 
nationalized timber industry produced about 358,000 cubic 
tons of teak and 921,000 of other hardwoods in 1970-/1. 
Although both production figures are higher than the pre- 
vious year, they remain below production levels of ten 
years ago and, in the case of teak, below the pre-World 


War II level. Teak exports rose slightly to 116,000 

tons, while hardwood exports jumped to 15,000. Although 
the timber industry has considerable potential for develop- 
ment, rapid growth is unlikely; production and marketing 
are hampered by insurgency, lack of capital equipment, and 
operating procedures. 


Similar problems continue to hamper the mining sector, 
which is receiving increased government attention. More 
promising is petroleum. Production at the new Mann oil- 
field rose to 6,000 barrels a day by the end of 1971, and 
total Burmese production to about 20,000 barrels a day, 
somewhat below the level needed for self-sufficiency. Burma 
is counting heavily upon finding oil offshore, and offshore 
drilling by a U.S. firm, Reading & Bates, under contract 
to Myanma Oil Corporation, began in January 1972. This 
exploration is being financed by an untied Japanese loan 
o£¥3 6 billion (U.S. $11.7 million at the new exchange rate). 
Onshore exploration is also expanding, and bids for construc- 
tion of a new refinery are under consideration. Further 
capital investment in the petroleum sector is planned, in 
anticipation of offshore production. 


Industrial production rose in 1970-71, though it 
remained far short of meeting consumer demand. The GUB 
continues an active program of expanding import-sub- 
stitution industries. Among those completed during the 
past year are a second fertilizer plant (financed with 
West German aid), a Japanese-financed cotton mill (20,000 
spindles and 600 looms), and a West German-aided brick 
plant. Scheduled for completion in 1972 are another tex- 
tile mill, financed with West German aid, and a cigarette 
factory. Additional Japanese and West German aid, largely 
in the industrial sector, is likely, and the reinstitution 
of a Chinese aid program in late 1971 is expected to pro- 
vide additional industrial investment. The policy of re- 
serving the modern industrial sector for state enterprise 
was reemphasized with the nationalization of 69 more small 
industrial enterprises January 1, 1972. 


Shortages and bottlenecks in the distribution of 
consumer goods, industrial raw materials, and spare parts 
continue to plague the economy and to occasion many com- 








plaints by the public. To some extent the shortages 
reflect the rigorous limitation of imports necessitated 
by balance of payments problems; another factor is the 
cumbersome nature of the state mechanism for distribu- 
tion and internal trade. Consumer demand is partially 
satisfied by an active black market in smuggled goods 
and items illegally diverted from government trade or- 
ganizations. 


Although open-market prices fluctuate in accordance 
with supplies and seasonal factors, Burma has enjoyed 
price stability for the past four years. No official 
price index is compiled, but a rough index based on the 
GDP deflator has moved by less than 1 percent a year 
since 1967-68. Government monetary and fiscal policies 
are conservative, and money supply has risen only at a 
moderate rate. The 1971-72 comprehensive government 
budget (including all nationalized sectors of the economy) 
provides for eeeetste of K 8,347 million (U.S. $1,561 
million at the 1972 exchange rate) and expenditures of 
K 9,023 million (U.S. $1, 685 million), compared with 
1970-71 revised estimates of K 7,692 million (U.S. $1,438 
million) receipts and K 8,354 million (U.S. $1,562 million) 
expenditures. The 1971-72 budget envisages an increase 
of 19 percent in public capital expenditures, to K 1,029 
million (U.S. $192 million). In both years, about half 
the budget deficit is expected to be covered by foreign 
aid receipts. 


The balance of payments improved slightly but remained 
unfavorable in calendar 1971, and Burma managed to get 
through a critical foreign exchange shortage only by reduc- 
ing reserves to a low level and by cutting imports sharp- 
ly. Exports in 1970-71 rose from the 1969-70 level by 
5.8 percent; full import figures are not yet available 
but preliminary indications are that imports were re- 
duced by 12 to 15 percent. By early 19/72 the situation 
had eased somewhat, with the 1972 IMF allocation of 
special drawing rights, receipt of deferred payments for 
rice sold in 1970, the dollar devaluation (increasing the 
value of Burma's remaining gold reserves), and at least 
preliminary agreement for commodity loans on soft terms 
from Japan and mainland China. At the end of 1971, Burma 





devalued its currency by 18 percent from its pre-August 
par value, to a new central value of K 5.3487 to $1. 

As both imports and exports are under strict government 
control, the devaluation is expected to have little or 
no effect on Burma's foreign trade. Its effects will be 
principally internal, increasing the local-currency earn- 
ings of state trading corporations, and thus reducing the 
internal budget deficit. 


Implications for the United States 


Under the Burmese system, all imports are made by 
the state trading corporation or certain other government 
agencies, usually through international tender. Because 
the government tender process tends to place heavy emphasis 
on the price factor U.S. equipment and services are often 
at a disadvantage, although in some sectors of the economy 
better technology and quality have enabled U.S. firms to 
overcome the higher cost of their products. 


Some of the fields in which U.S. firms have been 
competitive are petroleum, construction, mining and log- 
ging equipment, motion pictures, some pharmaceuticals, 
and machinery and tools of all sorts. Because of Burma's 
industrialization goals and its rich mineral and timber 
resources, all of these fields promise to be active in the 
future. Petroleum, in particular, is a priority sector 
for the Burmese, and the state oil corporation appears to 
prefer U.S. equipment and technology. In 1971, with the 
help of an Eximbank loan, a U.S. firm sold $8 million worth 
of petroleum drilling rigs and equipment to Burma, and in 
1972 a U.S. firm is building a lubricating oil blending 
plant, also with the help of an Eximbank loan. Current 
offshore exploration and development plans may portend 
even greater opportunities in the future. Aviation is 
another promising field. Union of Burma Airways bought one 
second-hand ne 727 from the U.S. in 1970 and may be in 
the market for a /07 or another 727 if it is able to ex- 
pand its air routes to Malaysia and Singapore and Japan. 


In 1970, in addition to the Boeing 727, U.S. exports 
to Burma consisted principally of construction and mining 
equipment ($1,375,000), non-electric machinery and parts 
($2,066,000), vehicle and tractor parts ($737,000), milk 
and dry cream ($602,000), office and stationery supplies 





($503,000), and medicinal and pharmaceutical products 
($339,000). Detailed statistics for 1971 are not yet 
available, but the pattern is likely to hold except that 
no new aircraft sales were made during the year, while 
U.S. equipment sales should get a boost from that portion 
of the $8 million in petroleum equipment shipped during 
1971. U.S. imports from Burma in 1970 and 1971, $900,000 
and $600,000 respectively, were largely confined to pearls 
and precious stones bought at the government's annual gem 
emporium, 


On the strength of $11.8 million worth of exports, 
the U.S. share of the Burmese market in calendar 1970 
was about 8.6 percent, ranking the U.S. fourth behind 
Japan, India, and the U.K. In 1971 U.S. exports to Burma 
probably dropped below $10 million in the wake of Burmese 
import cuts while the U.S. share of the market improved 
to around 12 percent, putting it behind Japan and India. 
Actual U.S. sales can be considered higher if exports by 
U.S.-owned subsidiaries abroad are added in. ,Total sales 
of companies in this category are unknown, but they are 
thought to be substantial. U.S. invisible earnings, 
notably motion picture rentals, are also significant. 


Continuing foreign exchange stringencies and antici- 
pated project or commodity loan assistance from Japan, 
Germany, and the People's Republic of China may combine 
to reduce U.S. exports to Burma in 1972. Because of 
Burma's foreign exchange shortage imports were cut back 
drastically in 1971, ard government importers are turn- 
ing increasingly to deferred payments and barter deals 
to avoid using foreign exchange. This situation naturally 
favors the PRC, Japan and Germany, since their exports 
may receive preferential treatment by Burmese government 
departments. In the face of this trend U.S. exports in 
1972 could decline even with the boost gained by the sale 
of petroleum equipment and services. In any case, a sub- 
stantial increase is dependent on a major improvement in 
Burma's economy, for which prospects in 1972 do not appear - 
promising. 


U.S. dollar aid to Burma is phasing out. Two pro- 


jects are currently under construction - a teak mill near 
Rangoon and an addition to Rangoon University. 


*% U.S. GOVERNMENT PRINTING OFFICE: 1972—481-589/85 








